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CONFIDENTIAL THE HAGUE 2746 

E.O. 11652: GDS 
TAGS: ENRG, XX 

SUBJ: NEW OPEC PROPOSAL AFFECTING CRUDE PRICES 

1. IN CONVERSATION WITH VAN RHIJN, DEPUTY DIR GEN OF ENERGY, 

ON 30 MAY.HE SHOWED US SHELL PAPER REPORTING AND COMMENTING ON 
CURRENT PROPOSAL BY OPEC ECONOMIC COMMITTEE RE CRUDE PRICES. GIST 
OF PROPOSAL IS THAT COMPANIES' PRESENT HIGH PROFITS COME LARGELY 
FROM DIFFERENCE BETWEEN COMPARATIVELY LOW COST OF EQUITY OIL 
AND SELLING PRICE BASED ON HIGHER COST OF BUY-BACK OIL RELATED TO 
POSTED PRICE; THEREFORE OPEC SHOULD CONSIDER LARGE INCREASE IN 
TAXES ON EQUITY OIL BRINGING THEM UP TO ABOUT 80 PERCENT OF POSTED 
PRICE. PROPOSAL WILL PROBABLY BE DISCUSSED IN OPEC MEEING 15 
JUNE. 
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2. SHELL COMMENTED TO EFFECT THAT FLEXIBILITY ENJOYED BY 
COMPANIES UNDER PRESENT ARRANGEMENT ALLOWS THEM TO AVERAGE 
OUT COSTS AND PROVIDES STABILITY IN FACE OF VOLATILE SPOT PRICES. 

SHELL HOLDS THAT ADOPTION OF COMMITTEE PROPOSAL WOULD PROBABLY 
RAISE WORLD CRUDE PRICES AGAIN AND WOULD CERTAINLY SUBJECT 
THEM TO HIGH DEGREE OF FLUCTUATION BASED ON SPOT PRICES. SHELL 
ASKED GON TO CONSIDER THIS PROBLEM WITH OTHER CONSUMER GOVERNMENTS 
WITH VIEW OF FINDING WAY TO MEET OPEC PROBLEM WITHOUT FURTHER 
UPSETTING INTERNATIONAL OIL MARKET. 

3. VAN RHIJN NOTED IT IS HIGHLY IMPRACTICABLE TO GET ANY 
CONSUMER GOVT CONCENSUS ON SUCH MOVE OR EVEN TO TAKE BILATERAL 
ACTION VIS-A-VIS PRODUCEERS BEFORE 15 JUNE. HE SURMISED THAT 

SHELL RECOMMENDATION WAS LARGELY TACTICAL MOVE TO SIFT RESPONSIBILITY 
TO GOVT SHOULERS IN CASE OPEC MAKES SUCH MOVE, BUT HE TACITLY ADMITTED 

THAT THERE IS LITTLE ELSE OIL COMPANIES CAN DO. HE WISHED USG 
TO BE AWARE OF THIS PROPOSAL AND INDICATED THAT IT WILL DOUBTLESS 
BE DISCUSSED AT NEXT OIL COMMITTEE HIGH LEVEL GOUP MEETING. 

TANGUY 
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